This paper studies the role of fiscal policies and institutions in building resilience in sub-Saharan African countries during 1990-2013, with specific emphasis on a group of twenty-six countries that were deemed fragile in the 1990s. As the drivers of fragility and resilience are closely intertwined, we use GMM estimation as well as a probabilistic framework to address endogeneity and reverse causality. We find that fiscal institutions and fiscal space, namely the capacity to raise tax revenue and contain current spending, as well as lower military spending and, to some extent, higher social expenditure, are significantly and fairly robustly associated with building resilience. Similar conclusions arise from a study of the progression of a group of seven out of the twenty-six subSaharan African countries that managed to build resilience after years of civil unrest and/or violent conflict. These findings suggest relatively high returns to focusing on building sound fiscal institutions in fragile states. The international community can help this process through policy advice, technical assistance, and training on tax administration and budget reforms.
I. INTRODUCTION
Economic performance in most sub-Saharan African countries has improved substantially over the past twenty years. The past decade was particularly favorable with annual average growth rates above three percent. However, this strong growth performance was not equally observed in every country in the region. Fragile states, in particular, faced severe obstacles to generate high or consistent economic growth, even despite favorable headwinds from increases in world commodity prices. In fact, the growth performance and social conditions in fragile states have lagged behind the region's average and these countries seem to have fallen into a fragility trap, a vicious circle of underdevelopment, instability, and weak institutions. Given the large number of fragile states in sub-Saharan Africa (SSA), 2 it is imperative for the international community as well as the fragile state governments themselves to identify strategies for building resilience and achieving sustainable growth.
Past studies have identified several factors that contribute to fragility, including a recent history of conflict (Collier and Hoeffler, 2004) , poor economic performance (Miguel et al, 2004; Murdoch, 2002) , as well as low institutional quality and weak enforcement of contracts and property rights (Bertocchi and Guerzoni, 2010 , David et al., 201, Hegre et al., 2001 , Pritchett and de Veijer, 2010 . All the aforementioned factors are closely intertwined and mutually reinforcing, making it very difficult to break out of fragility (Andrimihaja et al., 2011) . Previous work underlined that democratic institutions are key to building resilience, as a broad-based enforcement of property rights and rule of law will help spur economic institutions that favor development and stability (Wantchekon and Neeman, 2002, Acemoglu et al, 2004) . However, political institutions tend to be persistent and the process of switching from a limited access to an open access social order occurs only over a long time horizon (North et al, 2006; Gollwitzer and Quintyn, 2012) .
Taking a medium-term view, some studies have suggested that governments can take more immediate and decisive action to promote development and stability by building fiscal capacity. Fiscal capacity, defined as the ability to raise revenue, is a key dimension of state capacity, along with the capacity of the state to support the development of private markets (legal capacity) and to provide public goods (collective capacity).
al., 2003 , Gupta and Verhoeven, 2001 , IMF, 2014a , Singh et al. 2014 , Taydas and Peksen, 2012 .
Based on this strand of the literature, we explore the role of fiscal policies and institutions in building resilience and exiting fragility in the context of sub-Saharan African countries. Even though the development of effective fiscal institutions takes time and resources, these requirements are much smaller than those needed for more general institutional improvement and could thus act as the engine that jump starts the process and helps fragile states exit their "capability trap" (Pritchett and de Veijer, 2010) . Gollwitzer and Quintyn (2010) find that strong budget institutions are particularly effective as a disciplining device in weak institutional frameworks. This would suggest relatively high returns to focusing on building sound fiscal institutions in fragile states. The international community can help this process through policy advice, technical assistance, and training on tax administration and budget reforms.
Our sample covers the 44 sub-Saharan African countries (excluding South Sudan, which was not a separate country until 2011) during 1990-2013, with specific emphasis on a group of 26 countries that were deemed fragile in the 1990s. Fragility is measured by the Country Policy and Institutional Assessment (CPIA) ratings published annually by the World Bank. 4 Even though the ratings may suffer from subjective biases, they have been shown to be broadly correlated with rankings based on a number of other indicators, including the World Governance Indicators (WGI) and the Heritage Foundation's Economic Freedom Indicator. 5 We look at the impact of both total spending and tax revenue and their components, and use a number of proxies to measure the quality of budget institutions. As in IMF (2014b) resourcerich fragile countries are treated as a distinct group in the analysis. This distinction is introduced to address the question of whether these countries used the commodity boom in 2000-2008 to build resilience, and also because an abundant literature shows that resourcerich countries tend to have weaker institutions and economic performances overall and a weaker tax effort in particular (Gupta et al., 2014, Sachs and Warner, 2001) . 6 Because all factors affecting fragility are closely interrelated and causality is difficult to establish, the empirical strategy relies on using a GMM specification, which uses econometric instruments to attempt to correct for endogeneity. As an alternative approach, we also estimate the model using a probabilistic model which looks into factors associated with greater odds of being resilient, without making strong judgments regarding the direction of causality. These findings are robust to estimation method, sample choice and definition of dependent variable. The empirical analysis is complemented by a more qualitative study of a group of seven countries that are deemed to have overcome fragility and become "resilient" since the 1990s, based both on CPIA ratings and the absence of major conflicts in recent years. Reordering the sample using as the starting year (t=0) the year in which the lowest CPIA score was registered in the 1980s or 1990s, we explore the pattern of key variables along the path to greater resilience to gain some insights into the prioritization and sequencing of policies and reforms.
The empirical results support the notion that sound fiscal policies and institutions contribute to resilience. A better quality of budget institutions, and greater fiscal space as measured by higher tax revenue and education spending, lower recurrent spending (particularly military spending), and higher domestic investment, are associated with significant increases in the CPIA rating and with the probability of reaching the threshold of "resilience." Our findings also highlight the importance of the composition of tax and expenditure for resilience. On the expenditure side, education and military spending are, respectively, positively and negatively associated with resilience. The experience of the seven countries that were identified as having built resilience during the period is consistent with these findings. Economic stabilization following a period of civil conflict is usually led by policies that stabilize inflation (if initially high or volatile) and create fiscal space, the latter defined as the ability of the government to raise revenues, and contain current spending to make more resources available for public investment and social spending.
The rest of the paper is organized as follows. Section 2 presents a brief literature review. Section 3 discusses the data and some stylized facts about fiscal policies and detailed fiscal outcomes in the sample period. The empirical analysis is conducted in Section 4. In Section 5, we zoom in and study the experience of the seven countries that gained resilience since 1990s. Section 6 concludes with some policy implications.
II. SELECTIVE LITERATURE REVIEW
Efficient fiscal institutions can help maintain or improve fiscal space, which enables countries to increase spending and incur larger fiscal deficits without jeopardizing macroeconomic stability and debt sustainability. 7 Countries with enough fiscal space can run expansionary fiscal policies in response to negative shocks, which in turn help contain the impact of any decline in private sector demand. However, if countries are constrained by a lack of buffers or financing or by high levels of government debt, the scope for an expansionary fiscal policy is negated and the economy becomes much more vulnerable to shocks. Following a long-standing strand of the literature led by Alesina et al. (1999) , DablaNorris et al. (2010) and find that, among low-income countries overall (in 7 Fiscal institutions cover the entire range of entities responsible for public resource management: revenue collection, budget preparation, budget planning, expenditure execution, procurement, reporting, and oversight. A government can create fiscal space by raising taxes, securing outside grants, curring lower priority expenditures or borrowing resources, while making sure that it has the capacity in the short term and the longer term to finance its desired expenditure programs as well as to service its debt (Heller, 20015) . particular in Africa), better budget institutions are associated with better fiscal outcomes, including lower public external debt and higher primary budget balance, as well as a less procyclical fiscal stance.
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Their findings are based on an index measuring the adequacy of the institutions, rules, and procedures governing the budget, where the index includes three stages of the budget process, with measures along five different criteria. IMF (2014b) pointed out that those fragile countries that became "resilient" managed to build stronger fiscal institutions and fiscal space (in terms of stronger government financial positions, favorable debt dynamics, higher revenue-raising capacity and expenditure flexibility) when compared to other countries that remained fragile or regressed.
Besley and Persson present theoretical models highlighting the importance of the state's tax revenue raising capacity in the development process (see for example Besley et al., 2013 , Besley and Persson, 2014 , 2011 . However, no study investigates empirically the relation between specific taxes and state fragility, although a number of papers have explored the relation between different categories of taxes and growth as well as inequality (Crivelli and Gupta, 2014 , IMF, 2014a , Siebrits and Calitz, 2006 , Skinner, 1987 . IMF (2014b) reports initial results supporting the hypothesis that tax revenue is positively and significantly associated with the odds of a country becoming "resilient". In a sample of 31 SSA countries, Skinner (1987) shows that revenue-neutral shifts from import, corporate and personal tax to a sales/excise tax will encourage economic growth, and tax-financed public investment was predicted to have reduced output growth during [1965] [1966] [1967] [1968] [1969] [1970] [1971] [1972] [1973] [1974] [1975] [1976] [1977] [1978] [1979] [1980] [1981] [1982] . These findings are broadly consistent with evidence for advanced economies, for which studies find that indirect taxes are less distortionary and more growth-friendly than direct taxes (Acosta-Ormaecha and Yoo, 2012, Arnold et al., 2011) . Siebrits and Calitz (2006) documented an increased reliance on taxes on income and profits in SSA countries, despite the widespread reduction in personal and corporate income tax rates, which suggests some success with broadening the income tax base and/or improving tax administration.
Countries that derive a large share of their revenue from natural resources have been found to exert less effort to collect taxes, which, in the case of fragile states, could hamper the building of fiscal capacity. For example, Crivelli and Gupta (2014) find offset coefficient of about 30 percent for each additional percentage point of GDP in resource revenue increase. The negative effect is by far the strongest on indirect taxes (goods and services and VAT), and lowest on trade taxes, with corporate and personal income taxes somewhat in the middle. They note that a weaker domestic revenue base exposes resource-rich countries to reversals of fortune associated with shifts in oil and other commodity prices. The shift towards less growth-friendly direct taxes is another source of concern.
On the expenditure side, no empirical study directly estimates the impact of expenditure amount or composition on state fragility, although, as noted in Besley and Persson (2014) , the capacity of the state to provide public goods is seen as a critical pillar of development.
Nonetheless, a number of papers tackle the impact of public spending on various aspects of state fragility, including conflict, poverty and inequality (Burgoon, 2006 , Chu et al., 2000 , Collier and Hoeffler, 2007 , Gupta et al., 2003 , Gupta and Verhoeven, 200, IMF, 2014a , Singh et al. 2014 , Taydas and Peksen, 2012 , Thyne, 2006 . As for tax revenue, findings suggest that the impact of some categories of spending varies depending on whether countries are resource-rich or not, highlighting the importance of controlling for this factor in empirical investigations.
The literature on public spending and conflict highlights the importance of higher public spending in preventing violent conflict. A number of studies suggest that higher government spending could signal a willingness of political leaders to buy support from powerful segments of the population and political opponents. Some papers find a particularly important role of higher social spending, rather than military or overall government spending, in preventing the onset of violent conflict (Collier and Hoeffler, 2007 , Singh et al. 2014 , Taydas and Peksen, 2012 . Taydas and Peksen (2012) , following Azam (2001) , Azam and Mesnard (2003) , and Bueno de Mesquita et al. (2003) , argue that welfare spending, defined as spending on health, education and social security, contributes to sustaining peace by signaling the commitment of the government to its citizens' well-being.
A number of studies also show that welfare spending can help offset the impact of poverty and inequality on fragility, thus reducing populations' grievances, and raising the cost of rebellion (also see Acemoglu and Robinson, 2000) . Effective social spending, particularly on health and education, has been found to be negatively associated with reductions in other factors contributing to state fragility, such as economic insecurity, poverty and inequality, and positively associated with increased social mobility and labor opportunities (Burgoon, 2006 , Chu et al., 2000 , Gupta et al., 2003 , Gupta and Verhoeven, 2001 , IMF, 2014a , Thyne, 2006 . Interestingly, while Taydas and Peksen (2012) find a positive but statistically insignificant association between military spending and the onset of conflict, Singh et al. (2014) find that higher levels of military spending are significantly associated with a lower risk of conflict in oil-rich countries. In oil-poor countries military spending increases the risk of conflict. They argue that the potential benefit of oil wealth has been generally overlooked, including the option of increasing public spending to buy off citizens and elites, increasing state legitimacy by providing basic services and strengthening the military and security apparatus. They also find that welfare expenditure is associated with lower risk of small-scale conflict, irrespective of the level of oil revenue, consistent with the government's incentives to discourage civil conflict by improving basic services.
Finally, a long strand of studies investigates the relationship between public investment and growth, 10 but not specifically between public investment and state fragility. In this paper we investigate whether the state's capacity to execute domestically-financed public investments is significantly associated with building resilience. Unlike foreign-financed projects which are often executed and overseen by donors, domestically-financed projects require the capacity to plan, prepare, and execute projects.
Overall, this brief survey of the literature suggests that, other things equal, stronger fiscal institutions should be associated with more favorable fiscal outcomes in terms of fiscal space and resilience to shocks. In turn, fiscal space is generated both through tax revenue generating capacity and the ability to contain current spending. In fragile countries, broadening the tax base can create a constituency for spending efficiency and accountability, while the willingness and ability of the state to provide public goods such as health and education can show credible commitment to citizens' welfare and strengthen social cohesion.
III. DATA AND STYLIZED FACTS

A. Data Description
In the analysis below, we use a sample of 26 sub-Saharan African countries that were deemed fragile in the 1990s and follow their evolution through 2013. Due to data availability constraints, the sample period is 1990-2013. 11 We follow the same methodology of IMF (2014a) that defines fragile countries based on the 3-year average of their CPIA and whether they experienced conflict.
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More specifically, for the initial group of countries, a country was deemed fragile if its average score on the aggregate country policy and institutional assessment (CPIA) rating during 1991-2000 was below the 3.2 threshold or if it experienced "significant conflict", the latter defined as either five or more years of lower-level conflict (less than 1,000 deaths per year) or two or more years of severe conflict (more than 1,000 deaths per year). The other 18 countries that were not fragile during either 1991-2000 or 2011-2013 are identified as stable countries. Among the twenty-six fragile countries, nineteen countries had average scores on the CPIA ratings below 3.2 or had hosted a UN/regional peace-keeping or peace-building mission in 2011-2013. These countries are considered to have remained fragile. Finally, seven countries that were identified as fragile in the 1990's but not in 2011-13 are identified as "becoming resilient". 10 See IMF, 2014b and IMF, 2014c for a discussion of public infrastructure investment in sub-Saharan Africa and a discussion of macroeconomic impacts of public investment, respectively.
11 Data availability on fiscal and social indicators for fragile countries prior to 1990 is limited. 12 The methodology is almost the same as that of the World Bank and the African Development Bank, where countries in fragile situations are defined as those with either a harmonized average CPIA country rating of 3.2 or less or the presence of a UN and/or regional peace-keeping or peace-building mission during the past three years. This list includes only IDA eligible countries and non-member or inactive territories/countries without CPIA data. The harmonized World Bank and African Development Bank list of countries in fragile situations can be found at: http://www.worldbank.org/en/topic/fragilityconflictviolence. However, the nature of fragility is complex and multidimensional and difficult to be captured by a single indicator. Most dimensions of fragility such as economic foundations are measured along a continuum rather than a binary condition. Our choice of CPIA as a measure of fragility comes after considering several fragility indicators used from different donor agencies and international financial institutions. The edge of the CPIA score is that it goes through a rigorous review process and it reflects a degree of subjective judgement, thus avoiding any direct correlations of the scores with other measures of fragility. Furthermore, after 1990 the methodological changes of the compilation of the CPIA scores do not impact the outcomes when it comes to establishing the fragile states list.
To check the robustness of the CPIA score in defining fragility, we compared the list of fragile states created through the CPIA scores with different indicators such as the OECD-DAC and the Brookings' Index of State Weakness and the Fund for Peace Fragile States Index. However, as most indices aim at measuring the degree of state impairment, most countries identified as fragile in one list appear as fragile in other lists (for example, the correlation between the CPIA and the Brookings' Index of State Weakness is about 0.8).
The CPIA scores provide a widely accepted operational measure of fragility.
Compared to other existing definitions and indices of state fragility, the CPIA places greater emphasis on a country's economic and institutional framework. Some other indices, such as the OECD Development Assistance Committee (DAC) and the Brookings' Index of State Weakness, or the Fund for Peace's Failed States Index, place more weight on security and political variables, while yet others focus more on governance (Ibrahim Index of Governance from the Mo'Ibrahim Foundation), or on poverty and deprivation aspects (Human Development Index (UNDP). Because all the dimensions of state fragility are closely correlated, there is a high degree of overlap between the groups of countries identified by the various indices.
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Previous studies have used CPIA ratings in empirical analysis, as an explanatory or dependent variable to proxy for institutional quality and state fragility.
B. Stylized Facts
Fragility, measured by the CPIA, is a highly persistent condition. CPIA scores tend to move slowly over time as fragile countries face the complex challenges of development with scarce resources and capacity. This is reflected in most CPIA scores in sub-Saharan countries in the past two decades. In fact, a slight deterioration of the average CPIA for all countries (from 3.3 to 3.2) is driven by a sharp decline in the CPIA of fragile resource-poor countries (from 3.2 to 2.8) that is partially offset by progress in some resource-rich countries and in the ones that became resilient. Of the eight fragile resource-rich countries, four have had stagnant CPIA scores and four showed significant gains over the past 15 years. Interestingly, the resilient condition is also persistent, with countries likely to remain resilient once this status is achieved, and only a few countries showing a reversal of fortune. The economic and political evolution of African countries has been diverse starting from the 1990s. As shown in IMF (2014a), CPIA scores (see Table 2 below) show that resilient countries improved markedly in all four areas: macroeconomic; structural policies; social inclusion; and public sector management. Fragile resource rich countries, benefiting from resource windfalls, have also showed consistent improvement in recent years, albeit at lower levels. On the other hand, fragile resource poor countries had a lackluster performance. Table 2 presents the evolution of available economic and development indicators, defined in Appendix Table 1 , that are believed to be linked to the capacity of a country to build resilience and eventually move out of fragility. Given the persistence of fragility, the data is split in two periods (1990-2000 and 2001-2013) to assess progress on macroeconomic performance with specific focus on fiscal policies and outcomes. The analysis of the evolution of the relevant indicators is complemented with the evaluation of possible statistical differences in the indicators between resilient and fragile countries (Appendix Table 3 ).
Making progress
Sub Saharan African countries have made substantial progress in their macroeconomic performance during 2001-2013 as compared to the previous decade (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) . The core measure of standards of living, the growth of real GDP per capita, has improved significantly (Appendix Table 2 ). While most countries appear to enjoy the fruits of a commodity boom, resilient countries benefit from an average growth rate that goes beyond that of the overall sample. Fragile countries maintain a steady trend around the overall average, with fragile resource poor lagging behind. These improvements, along with lower occurrence of high inflation, increased private investment, and constraints on the executive branch, characterized the resilient countries and seem to have been trickling down to the population as evidenced by a decline in infant mortality.
In addition, an enhancement in trade capacity and competitiveness prevails among the entire group of SSA countries, demonstrated by an improvement in terms of trade index and exports. Resilient countries once again exceed the average in these measures, whereas fragile countries sustain an average somewhat similar to that of the overall group. At the same time the group of fragile resource poor countries experienced a deterioration in terms of trade from the previous decade.
Fiscal outcomes, on the other hand, differ for the four country groups (fragile resource rich, fragile non-resource rich, resilient resource-rich, and resilient non-resource rich). Tax revenue increases for all countries except for the resilient resource rich (latter covers only 2 2 Economic management cluster includes monetary and exchange rate policy, fiscal policy, and debt policy. 3 Structural policies cluster includes trade, the financial sector, and the business regulatory environment. 4 The policies for social inclusion and equity cluster includes gender equality; equity of public resource use; building human resources; social protection and labor; and policies for environment sustainability. 5 The public sector management and institutions cluster includes property rights and rule based governance; quality of budgetary and financial management; efficiency of revenue mobilization; quality of public administration; and transparency, accountability and corruption in the public sector.
(Units) countries). The increase in tax revenues is mostly driven by substantial increases in taxes on profits, income, and capital gains, followed by taxes on goods and services. Even though all countries are experiencing an increase in tax revenues, they all remain below the average for SSA.
On the expenditure side, changes between both sub-periods are mainly driven by current spending. At the level of country groupings, we observe that resource-rich countries -either fragile or resilient -display a significant decrease in current spending over time, whereas resource-poor countries either maintain the same level of spending or show increases. Expenditure on goods and services and those on wages and salaries decrease for all countries except the resilient resource rich. Capital expenditure, on the other hand, decreases for all countries also except the resource rich. More generally, increases in tax revenue, a decrease in current expenditure, and an increase in capital expenditure indicate improved fiscal space in all but the subgroup of fragile resource-poor countries.
Fragile versus resilient
A comparison of the performance of those countries that managed to build resilience with the ones that remained fragile can provide insights on what factors and policies that accompany and possibly contribute to moving a country out of fragility. For the group of twenty-six SSA countries, there is evidence that resilient countries are statistically different in most aspects of economic and social development, progress in building of institutions, and the availability of fiscal space and policies (IMF, 2014a) . A simple test of difference in means for the period 1990-2013 confirms that resilient countries consistently out-perform their fragile counterparts, with lower inequality, higher private investment, and stronger executive constraints, regulatory quality and budget institutions. Interestingly, resilient countries have somewhat higher infant mortality than fragile countries and received less development aid (Appendix Table 3 ).
On the fiscal side, even though overall tax revenue in resilient countries is on average lower than in fragile countries, the former tend to rely more on broad-based indirect taxes, which have been found in the literature to be more pro-growth than direct taxes (Crivelli and Gupta, 2014) . They also do a better job in containing current government expenditure and so are able to invest more, compared to fragile countries. In our sample resilient countries seem to spend less on health and education than fragile countries, but they have significantly lower levels of military expenditures. This could suggest that an important difference between fragile and resilient countries lies in the quality of spending and revenue collection, which is facilitated by higher quality of institutions, particularly budget institutions and governance.
Turning to the group of countries that remained fragile throughout the whole period of analysis, the data show that the performance of resource-rich fragile countries differs systematically from that of their resource-poor counterparts. Fragile resource-rich countries tend to be more frequently affected by conflict, to have high-inflation episodes, have high infant mortality, lower constraints on the executive, but also have higher private investment and receive less development aid, but there is no significant difference in the level of income inequality between both groups of countries. On the fiscal side, they have higher tax revenue than resource-poor fragile countries but tend to rely more on direct taxes, consistent with the evidence in Crivelli and Gupta (2014) . Fragile resource-rich countries have much higher current expenditure than resource-poor fragile countries, and consequently invest less. They spend less on health and education than resource-poor countries but more on the military.
IV. EMPIRICAL ANALYSIS
A. Baseline Specification
Guided by the literature review and stylized facts, we study the factors associated with building resilience in fragile sub-Saharan African countries, paying particular attention to the relationship between fiscal institutions and policies and resilience. Our working definition of resilience is the inverse of that of fragility, which can be understood as the ability to provide basic human security and/or create the public goods and conditions needed for human development (Cilliers and Sisk, 2013) . This is closely related to Besley and Persson's concept of state capacity described earlier.
The key dimensions of resilience are similarly the opposite of the drivers of fragility, namely the ability to (i) maintain peace and security; (ii) reduce poverty and promote inclusion; and (iii) improve governance. Because these dimensions are closely interrelated, we do not pretend to establish causality. Rather, our empirical strategy is to rely on techniques that either control for endogeneity in an econometric sense (GMM) or perform well given weak exogeneity of independent variables (probabilistic model, with lagged explanatory variables). Our baseline specification is presented in equation 1, where a measure of resilience is related to a set of control variables, as well as various measures of fiscal policies and institutions.
(1) 
B. Hypotheses of Interest
Following the theoretical and empirical literature surveyed earlier, we are interested in testing the following hypotheses:
 A higher quality of fiscal institutions should be associated with a higher probability of becoming resilient. We use Gollwitzer's Quality of Budget Institutions Index (2010), as well as measures of government effectiveness and regulatory quality (World Governance Indicators) (see Appendix Table 1 for a definition of all variables and data sources).
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15 We also used an indicator variable reflecting whether the country had adopted a fiscal rule, from a database developed by the IMF's Fiscal Affair Department, as a proxy for the quality of budget institutions. In empirical analysis the variable wasn't significant and dropped for parsimony. We however found it to be highly correlated with other measures of fiscal institutions and space, such as the index of the quality of budget institutions and the fiscal balance.
 Greater fiscal space should be positively associated with the probability of becoming resilient. We use the overall fiscal balance (excluding grants) to construct an indicator variable taking the value of 1 if the overall deficit is greater than the sample's median value, as well as development aid, measured as a share of GDP, and public debt, 16 also measured as a share of GDP as proxies. We also decompose the overall balance into tax revenue either as a share of GDP or as a share of total revenue (excluding grants), current expenditure and domestically-financed expenditure. We expect that greater tax generating capacity should be associated with a higher probability of becoming resilient, as would be higher domestically-financed capital spending, while higher current spending would be negatively associated with building resilience.
 The composition of spending and tax revenue should also matter for building resilience.
The share of indirect taxes in total revenue should be positively associated with the probability of becoming resilient, while greater reliance on direct taxes should be negatively associated with resilience. On the expenditure side, higher social spending, and lower military spending, measured either in per capita terms or as a share of total expenditure, are expected to be associated with a higher probability of becoming resilient.
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Health and education spending are used as proxies for social spending -given that social safety nets and pensions still play a very small role in SSA (Monchuk, 2014) . We use data from the IMF's Fiscal Affairs Department for education spending, and, for health expenditure, data from the World Health Organization. In this paper we consider (reductions in) military spending as a proxy for fiscal space with countries rebalancing expenditure away from emergency to more long-lasting human capital investment improving the odds of building resilience.
 Infant mortality is used in some specifications as an outcome-based measure of health spending and a proxy to capture the ability of the state to deliver basic goods and services (Besley and Persson's 2014 "collective capacity"). Lower infant mortality is hence expected to be positively associated with resilience. Compared to other social indicators, infant mortality data are of better quality and available for most countries.
 We also considered a measure of income inequality (from the Standardized World Income Inequality Database, see Solt, 2014) , but there the direction of causality between inequality and fragility on the one hand, and inequality and fiscal policy, on the other, is much more difficult to disentangle, both conceptually and empirically. Nonetheless, as discussed in Berg, Ostry and Tsangarides (2014, p.5)  Resource-rich countries are likely to be different, in a number of dimensions. As indicated above, many low-income countries endowed with natural resources have been found to exhibit weaker institutions and governance, lower tax effort, and higher military spending. To control for these direct and indirect effects on resilience, we interact the variables of interest with a dummy variable taking the value of 1 if natural resource rents exceed 10 percent.
C. Choice of Control Variables
In the estimation we also control for other factors, most of which have been found to be linked to fragility, while trying to remain parsimonious:
 Lagged dependent variable, as one would expect high persistence in resilience, as in fragility.
 Growth of real GDP per capita, as a control for economic performance. Fast-growing countries are, ceteris paribus, more likely to become more resilient.
 High inflation, another indicator of economic performance and state capacity. Gollwitzer and Quintyn (2010) note that an important step for countries with weak institutional environments, fiscal dominance and high inflation is the creation of an independent central bank able to credibly anchor inflation. We expect high inflation to be negatively associated with resilience. High inflation is captured here by a dummy variable taking the value of 1 if inflation exceeds 20 percent, zero otherwise.
 Degree of exchange rate flexibility. This indicator captures another aspect of policy space, besides fiscal space, and should be positively associated with resilience, as found in IMF (2014b).
 Terms of trade. Terms of trade are important, exogenous, determinants of countries' fortunes, and have been found to be significantly associated with favorable growth performances in post-conflict countries (David et al., 2011) . They are thus also expected to be positively associated with resilience. As above, we control for interactions between terms of trade and resource-rich countries (possible Dutch Disease effects), that could lead resource-rich countries experiencing a commodity boom to experience macroeconomic instability, and thus become less resilient.
 Constraints on the executive capture the official discretionary leeway that the executive branch has in changing and implementing new policies (POLITY dataset). This is closest to the concept of rule of law for elites or the first doorstep on the transition from a weak and fragile state to an open access, developed society (North, Wallis and Weingast, 2009) . Therefore, more constraints on the executive should be positively associated with the odds of becoming resilient. David et al. (2011) find that the greater the degree of constraints on the executive, the higher the probability of a positive growth performance post-conflict. This is consistent with literature findings that countries with weak constraints on the power of governments and the political elite are more likely to pursue economic policies that are conducive to lower growth and higher output volatility (Acemoglu et al.,2003) This variable is a good proxy for the quality of property rights institutions (Acemoglu and Johnson, 2005) , because it directly corresponds to rules constraining state action, and is not a clear equilibrium outcome variable determined by actions from political elites and citizens such as the Heritage Foundation's private property protection index (David et al., 2011) .
 Private investment, measured as a share of GDP, is an outcome variable that can be understood as a proxy for the capacity of the state to support the development of private markets, or Besley and Persson's (2014) "legal capacity". Higher private investment is expected to be positively associated with building resilience.
D. Estimation Methodology System GMM Estimation
As mentioned earlier, the factors associated with building resilience are closely interrelated. In addition, many of the explanatory variables may not be fully orthogonal to the indicator chosen to measure resilience, as the CPIA assessment is constructed based on some of the right hand side variables. The correlation between the error term and the non-orthogonal variables should not be too serious however, because the CPIA ratings reflect the subjective judgment of staff in the World Bank's country teams rather than specific data or indicators..
In this section, we address the endogeneity issue by using the System-GMM estimator (Arellano and Bover, 1995; Blundell and Bond, 1998) . This estimator is derived from the estimation of a system of two simultaneous equations, one in levels and the other in orthogonal deviations.
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The system-GMM estimator performs better with highly persistent data and permits to obtain more precise estimates by using the variation over time of the dependent variables and underlying determinants. We use annual data instead of multi-year averages as, for low-income countries in general and fragile countries in particular, volatility is a characterizing feature, with structural breaks caused by conflict or episodes of extreme fragility. Because each country's path is unique in this respect, averages over different spells of collapse or recovery are not comparable across countries and would lead to misleading results (Cevik and Rahmati, 2013) . For the panel, the CPIA ratings for the full sample of 44 SSA countries are used to implement System-GMM (for large "N", small "t"). Given the upward and downward bias of a pooled OLS and a least-squares dummy variables with fixed effects (LSDV), respectively, the lagged dependent variable coefficient estimated by a System-GMM should lie in between these two (Roodman, 2006) , as is the case in our sample.
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The control variables areas specified in section IV.C. above, albeit with a few exceptions. In order to avoid losing too many degrees of freedom, we do not include year dummies and instead use categories of exchange rate regimes and the growth of real GDP per capita in Organisation for Economic Co-operation and Development (OECD) countries to control for time fixed effects. 20 In all specifications, the number of instrumental variables is (weakly) smaller than the number of countries (to avoid instrument proliferation, the number of lags for the GMM instruments is restricted to two, see Roodman, 2009 ). The AR(2) test, Sargan test, and Hansen test of overidentifying restrictions are all insignificant, indicating that the instruments are appropriate.
The estimates for the two-step System-GMM with Windmeijer SE correction are shown in Table 3 . Looking first at the effect of control variables (Table 3 , column 1), we find that domestic economic and institutional variables, as well as external factors, are important in explaining a country's improvement in CPIA rating. CPIA ratings are highly persistent, a reflection of the difficulties associated with building resilience, and high inflation has a negative impact on CPIA ratings. Real per capita GDP growth, constraints on the executive, terms of trade, constraints on the executive and real GDP per capita in OECD countries have a positive impact on CPIA ratings. However, the impact of a country's own real per capita GDP growth is not robust in all specifications (Table 3 , columns 5-7), probably reflecting interactions between real GDP per capita growth and education and health spending.
Higher development aid, lower inequality and lower infant mortality (Table 3 , columns 1-3) help improve CPIA ratings. Regarding fiscal variables, the estimates support the hypothesis that tax revenue as a share of GDP is positively related to higher CPIA scores, while resource-rich countries show a lower tax effort. Current expenditure as a share of GDP is negatively related to the CPIA rating; health and education spending per capita and as a share of total expenditure are positively and significantly related to CPIA ratings. 19 Estimates are available on demand.
20 Exchange regimes are classified as: 1-Pegged, 2-Managed, or 3-Floating. The real growth of GDP in Organisation for Economic Co-operation and Development countries is meant to capture common fixed effects, given the low degree of intraregional integration in sub-Saharan Africa. The exchange rate regime captures common fixed effects stemming from the mechanism of adjustment to external conditions. Figure 1 shows the contribution of fiscal variables evaluated at their mean, one and two standard deviations, to the change in CPIA scores, in the full sample of 44 sub-Saharan African countries. A one standard deviation increase in the share of education expenditure in total spending, the ratio of tax revenue to GDP or aid to GDP would contribute to a 0.25, 0.2 and 0.1 point increase in the CPIA. Increasing health or education spending per capital could contribute to increasing the CPIA by 0.06-0.09 points. At the same time, a reduction in To summarize, the results of GMM estimation support most of our initial hypotheses: fiscal space (higher development aid, tax revenue, lower recurrent spending) and the composition of spending matter for improving CPIA scores, with resource-rich countries showing less tax effort, consistently with the finding in Crivelli and Gupta (2014) . Lower income inequality is significantly associated with higher CPIA scores. However, given limited degrees of freedom and the fact that GMM estimation doesn't allow for inclusion of indicator variables as explanatory variables, we have yet to show the impact of budget institutions and of finer components of tax and expenditure on resilience. In addition, estimating progress along the continuum of CPIA scores doesn't allow us to identify the factors associated with exiting fragility. Although this is not a precise threshold, resilient and fragile countries differ significantly along a number of different dimensions, as shown in the stylized facts section.
Simple Logit Model
In this section we use the sample of 26 countries that were deemed fragile in the 1990s described in section III.A above to study in more detail the factors associated with building resilience, including budget institutions. A logit model with random effects is used to identify significant factors and their marginal contributions to the probability of becoming resilient.
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Resiliency is proxied by a time-varying indicator variable that takes a value of 1 when the CPIA score is above 3.2 and there are no significant conflicts, and zero otherwise.
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We first 21 We use xtlogit with random-effects instead of fixed-effects to avoid dropping countries that are fragile throughout the sample period. We use year dummies to control for common time effects.
22 A conflict is significant if there are more than 1000 deaths. This is different from the stylized facts section, where we classified countries as resilient or fragile based on the combination of CPIA rating and existence or not of conflict in 2011-13 only. test our hypotheses on the associations between fiscal institutions, the composition of spending, and tax revenue, on resilience. As several of our explanatory variables are potentially endogenous to our measure of resilience, which could lead to biased and inconsistent coefficient estimates, we use lagged values of the regressors (David et al., 2011 , Taydas and Peksen, 2012 , Singh et al., 2014 . This attenuates the endogeneity and reversecausality bias, although it is quite possible that issues of reverse causality appear before t-1 as well. Estimation results are presented in Tables 4 and 5 , respectively. Table 4 shows the estimation with proxies for fiscal institutions and fiscal space as independent variables, starting from the set of controls and adding our main measures of fiscal institutions (budget institutions, and government effectiveness and regulatory quality, followed by broad indicators of fiscal space. In Table 5 we explore in more detail the association between resiliency and the composition of tax revenue and expenditure, measured both as a share of GDP or per capita. We also look at the share of tax revenue and various taxes in total revenue and the share of recurrent and (domestically-financed) capital spending in total spending.
The control variables in the baseline specification (Table 4 , column 1) mostly have the expected sign, though not all are significant. The variables that are significantly and positively associated with resilience include lagged resilience (indicating persistence) and the terms of trade. The interaction of terms of trade and the dummy variable for resource-rich countries is negative and significant, suggesting that the positive impact of terms of trade shocks on resilience is much weaker in resource-rich countries. Private investment is also positive and significant, and robustly so across all specifications in Table 4 , an indication that higher private investment is positively associated with exiting fragility, even after accounting for other factors including macroeconomic and political stability and various measures of the quality of fiscal institutions and fiscal space. In some specifications, constraints on the executive, and the degree of exchange rate flexibility are also positively and significantly associated with resilience.
Columns 2 and 3 look at the impact of income inequality and infant mortality, respectively, on the odds of becoming resilient. The inequality coefficient has the wrong sign but is not significant in this specification, but infant mortality is negatively and significantly associated with the odds of building resilience, reflecting the low capacity or effectiveness of the state in delivering basic social services.
The fiscal variables of interest are significantly associated with resilience. In particular, the proxies for quality of fiscal institutions are all positively associated with the probability of becoming resilient, while interactions with the resource-rich indicator variable are negative and significant (Table 4 , columns 5 and 6). This suggests that good quality of budget institutions and government capacity are positively associated with resilience, but the impact is weaker in resource-rich countries. The exception is regulatory quality, which has a strong and positive association with the probability of becoming resilient in resource-rich countries. Source: Authors' calculations. The dependent variable is an indicator of resilience, which is approximated by a time-varying indicator that takes a value of 1 when the CPIA score is above 3.2 and there are no significant conflict, and 0 otherwise. A conflict is significant if there are more than 1,000 deaths. RR: Resource-rich countries. Standard errors in parentheses. (***) indicates statistical significance at the 1 percent level, (**) at the 5 percent level, and (*) at the 10 percent level.
Turning to the fiscal space indicators measured as shares of GDP, all the coefficients have the expected sign, excepted for the one on foreign aid, which comes with a negative sign (though the effect is not significant). High fiscal deficits are negatively associated with building resilience, but the effect is not significant (Table 4 , column 4). Looking in more details at the composition of fiscal space, we find that tax revenue is significantly and positively associated with the odds of becoming resilient, as is, on the spending side, domestically-financed investment (Table 4 , columns 7 and 8). On the other hand, current spending as a share of GDP is negatively and significantly associated with becoming resilient (Table 4 , columns 7 and 8). A possible rationale for the latter result is that higher levels of current spending may be more often associated with an oversized civil service or higher military spending and thus a rigid fiscal structure, lowering fiscal space and reducing the scope for social and infrastructure spending. This interpretation is supported by the analysis of the composition of tax and expenditure in Table 5 . The interaction between tax revenue and the resource-rich dummy is negative, although not significant in this specification; this result is consistent with the findings in Crivelli and Gupta (2014) that, other things equal, the domestic tax effort is lower in resource-rich countries. Lastly, the presence of a multiyear agreement with the IMF (such as an Extended Credit Facility) is positively (but not significatively in this specification) associated with resilience, signaling a government commitment to a program rooted in economic stability and reforms.
To shed further light on the possible drivers of the relationship between fiscal space indicators and resilience, we also present results of logit regressions estimating the impact of the composition of public expenditure and tax revenue ( Table 5 ). The main results from this analysis are that higher tax revenue and lower military expenditures are strongly and positively associated with the probability of becoming resilient. This holds whether these variables are measured as a share of GDP per capita, or as a share of total revenue or expenditure (Table 5 , columns 1 to 4). That is not only the overall level of tax revenue or military expenditures, but also their respective shares in total revenue and total expenditure, respectively, matters. The result on military spending seems even stronger in resource-rich countries (Table 5 , column 3), in contrast to the Singh, Bodea, and Higashijima (2014) study that suggested that military spending may contribute to stability in this group of countries. Health and education spending are mostly positively associated with resilience, though the coefficients on these variables are not significant (Table 5 , columns 2 and 4). Consistently with the results presented in Table 4 , overall current spending (excluding interest payments) as a share of total spending is negatively associated with increased odds of becoming resilient, while the share of domestically-financed investment is positively associated with resilience (Table 5 , columns 5 and 6).
On the revenue side, tax revenue as a share of total revenue is positively associated with resilience with some evidence of a lower tax effort in resource-rich countries. Looking at the composition of tax receipts ( 23 The evidence on the impact of these taxes can be interpreted as representing the successful taxation of rents in monopolistic sectors like telecommunications or banking. There is also the possibility of reverse causality, as resilient countries are likely to have stronger tax administration and higher growth, hence derive higher income from these taxes. It is harder to explain the negative coefficient on taxes on goods and services, as these are normally least distortionary and have been associated in the literature with higher GDP growth. Source: Authors' calculations. The dependent variable is an indicator of resilience, which is approximated by a time-varying indicator that takes a value of 1 when the CPIA score is above 3.2 and there are no significant conflict, and 0 otherwise. A conflict is significant if there are more than 1,000 deaths. Control variables (not shown) include: resilient (lagged), growth real GDP per capita, inflation, terms of trade, terms of trade interacting with resource rich, executive constraints, exchange rate regime, and private investment (percent of GDP). Standard errors in parentheses. (***) indicates statistical significance at the 1 percent level, (**) at the 5 percent level, and (*) at the 10 percent level.
For easier interpretation of the findings, Figure 2 displays the predicted probability of being resilient evaluated at different values (mean, one and two standard deviations), using the estimated coefficients of the fiscal variables that have been found to be significant in the logit regressions, holding the other variables constant at their mean. These estimates highlight a nontrivial contribution of fiscal institutions and fiscal space indicators to the probability of becoming resilient.
A one standard deviation increase in the share of taxes on income, profits and capital gains, regulatory quality, or the share of tax revenue in total revenue would increase the probability of a country becoming resilient by about 70 to 40 percent. A one standard deviation in crease in the quality of budget institutions, domestically-financed capital spending (as a share of GDP or as a share of total spending) would increase the probability of resilience by about17-20 percent. At the same time, a one standard deviation increase in current spending either as a share of GDP or of total spending would reduce the probability of being by about 12-13 percent, while an increase of one standard deviation in military expenditure would reduce the probability of becoming resilient by 2-3 percentage points. Overall the logit estimation results are consistent with the GMM findings, but speak more directly about the relation between fiscal space and spending composition and the probability of becoming resilient. They also shed additional light on the association between the quality of budget institutions and various types of taxes and expenditures, and resiliency.
Robustness of the results
We conduct several robustness tests in order to check the validity of the empirical findings, focusing on the logit estimation. Because both the dependent variable and some of the control variables are highly persistent, we ran the log it regressions using two-year lagged dependent variables. Results (shown in Appendix Tables 4 and 5) are fully consistent with those presented in tables 4 and 5. We also checked the robustness of the results to a different, more demanding definition of resilience, whereby a country is deemed resilient in a Sources: World Economic Outlook; AFR Departmental Database; ICRG Database; World develompent Indicators; Authors' calculations. The bars represent the marginal contribution of each variable (evaluated at its mean, mean + 1 standard deviation, mean + 2 standard deviations, whith other dependent variables remaining at their mean ) to the probability of becoming resilient, using estimated coefficients from Table 3 and Table 4 . 
Marginal contribution (+)
-
Marginal contribution (-)
Mean Mean + 1sd Mean + 2sd particular year if the CPIA is larger than 3.2 and there is no major conflict each year for three consecutive years, on a rolling basis, instead of only in the current year. Results, shown in Appendix Tables 6 and 7 are also qualitatively the same as in Tables 4 and 5 . Inequality now has the correct sign, the index of the quality of budget institutions remains strongly positive overall and negative for resource-rich countries, and the presence of an IMF-supported structural adjustment facility is now significantly related to the odds of becoming resilient. Previous results on the strength of tax revenue (as a share of GDP or of total revenue, and domestically-financed investment in affecting the probability of becoming resilient still hold, while military expenditure and recurrent spending are still negatively associated with the odds of becoming resilient. We also checked for multicollinearity by exploring bi-variate correlations among explanatory variables. The full correlation matrix indicates that, although the regressors are often significantly correlated, the coefficients remain mostly low, with only a few bilateral correlation coefficients above 0.5. In the empirical estimation, these variables were never entered simultaneously (results available on demand). Overall, the main empirical results are robust to the estimation method, sample and definition of the dependent variable.
While beyond the scope of this paper, the impact of the quality of the health, education and investment spending on building resilience could usefully be further investigated. Subject to data availability, studies focusing more narrowly on the impact of foreign aid on fragility and resilience could also assess the impact of various types of external assistance (e.g. project versus budget support, or technical assistance). Furthermore, while this paper investigates separately the effects of fiscal institutions as well as fiscal space and its composition, on building resilience, there are clearly direct interactions between the quality of fiscal institutions and fiscal outcomes which would be worth exploring further, as discussed in Section II of this paper. Finally, this paper focuses on the role of fiscal institutions and policies on exiting fragility but doesn't fully answer the question of whether fiscal institutions have earlier or greater returns than other types of institutions. Indeed, the takeaways from the related study by IMF (2015) are that although fiscal institutions and fiscal space play an important role, so do other types of policy space, such as the ability to deliver low inflation and to adjust to external shocks.
V. LESSONS FROM RESILIENT COUNTRIES ON THE SEQUENCING OF REFORMS
In this section, we use a more qualitative approach to identify the sequencing of reforms in a group of seven countries that have made some progress in overcoming fragility since the 1990s, namely Cameroon, Ethiopia, Mozambique, Niger, Nigeria, Rwanda and Uganda (see section III.A. above and Table 1 ). We align the seven countries at the year in which their Country Policy and Institutional Assessment (CPIA) was the lowest since 1985 (t0, see Box 1) and track them until they reach a "resilient" state (when the CPIA score has been above 3.2 for over three consecutive years and the country has not experienced a major conflict). We focus on the timing and extent of progress in indicators of fiscal institutions and fiscal space, as well as selected other economic and sociopolitical variables.
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24 An important caveat in this analysis is the time coverage of CPIA scores. If the first year for which there is available CPIA data represents the lowest CPIA score that year will be considered as t0. For instance, in the case of Mozambique, the earliest available CPIA score is the lowest as well, which may underestimate the length of the "fragility" period. For all other countries, the "fragility" period falls in between the earliest and the latest available data.
Box 1. Identifying the Most Fragile Period
Cameroon (1993). During the mid-1980s, Cameroon's economy suffered a period of steady decline, marked by lower terms of trade, oil output, and an appreciation of the real effective exchange rate. Faced with a deepening economic crisis, the government cut wage and nonwage spending in 1993 (IMF 1993a). In the wake of the presidential election and the economic decline, sociopolitical tensions rose in 1993, marking this year as the most fragile period for Cameroon.
Ethiopia (1991).
In the late 1980s, Ethiopia faced major economic hardship due to deterioration in the terms of trade, a drought, and rising political and security tensions. Industrial production declined sharply due to a foreign exchange shortage and the stagnation in agriculture (IMF 1991) . Violence and political tensions were elevated with a longfought civil war between Ethiopia and Eritrea (1974-91) , while the collapse of the Soviet Union resulted in the halting of its aid in 1990. In 1991, Eritrea gained independence from Ethiopia and the government of President Mengistu collapsed. The economic decline, violence, and political tensions in 1991 marked the most fragile year for Ethiopia.
Mozambique (1985)
. In 1975, a civil war erupted in Mozambique, leading to a 16-year-long civil war. The centrally planned economic system characterized by price and production controls led to a pronounced economic deterioration and severe economic instability starting in the 1980s. The peak of the economic decline was in the mid-1980s, when output contracted by 25 percent and the country experienced hyperinflation (IMF 2003) . 1985 was the most fragile year.
Niger (1993).
After the end of a uranium boom in the 1980s, Niger faced macroeconomic imbalances due to the deterioration in the terms of trade, frequent droughts, and inefficient economic management. In 1990, political turmoil and social disturbances intensified, and a transitional government was formed in 1991 pending legislative and presidential elections. However, sporadic fighting of the guerrilla groups continued, and the economy declined further until 1993 (the most fragile year).
Nigeria (1994).
Nigeria experienced considerable political turmoil in 1993/94. The presidential elections were annulled and an Interim National Government was formed to prepare for new presidential elections in early 1994. There was widespread civil unrest and the military took power. The new military government dismissed all elected officials and dissolved the state and national legislatures. Prior to the unrest, economic conditions deteriorated rapidly amidst accelerating inflation, lower economic growth, and high current account deficits. Nigeria's fragility peaked around 1994.
Rwanda (1994).
After years of ethnic conflict and violence, civil war broke out in 1994 and ended with a genocide of up to 1 million people. Due to the armed conflict, most institutions were closed and the administrative system collapsed. Output fell by one-half and exports declined by 60 percent (IMF, 1999) . 1994 marked the most fragile year for Rwanda.
Uganda (1985)
. Uganda experienced recurrent civil wars and external conflicts since the 1970s. While the civilian government was restored in 1981, an open civil war took place during 1983-85. Shortages of consumer goods and expansionary financial polices led to hyperinflation. Peace and security were restored in late 1986, but living standards had fallen sharply. The last year of the civil war, 1985, marks the highest level of fragility in Uganda.
Based on this methodology we find that, on average, it took ten years for these countries to overcome fragility -ranging from 6 years in Ethiopia and Mozambique to 14 and 15 years in Niger and Nigeria, respectively. The overall CPIA scores show a rapid improvement in the first 5 years, moving from an average of 1.9 to an average of about 3.4 (Figure 3) . After reaching this level, the pace of improvement slowed on average.
A number of studies, using different approaches, confirm that it takes many years to escape fragility. The World Development Report (World Bank 2011b), for example, estimates that moving from the level of institutional capacity of a country like Haiti to that of Ghana could take between 15 and 30 years. Cilliers and Sisk (2013) estimate that of 26 sub-Saharan African countries identified as fragile, 12 could be expected to be on a path to greater resilience by 2039, 4 more by or before 2050, leaving 10 still in a fragile situation by 2050.
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Macroeconomic and political stability
In all seven countries the areas that improved the most in the five years after the conflict were the political and macroeconomic situation (Figure 4 ). This is consistent with IMF (2014b), which notes the importance of an inclusive political settlement that guarantees stability, and the return to macroeconomic stability in the early post-conflict years for improvements in other areas and building resilience.
All resilient countries also made considerable progress in political stability and the rule of law. The political risk index improved fastest over the 10 years following the conflict, with slower progress thereafter, whereas the improvement in the rule of law was consistent throughout the two decades following the conflict. In the seven countries, on average, real GDP growth improved by 14 percent in the first five years, or 94 percent of the total improvement over the 20 years following the conflict. Inflation declined by 21 percent in the same period, or about 80 percent of the total long-run stabilization (Appendix Table 8 ).
Institutions and fiscal space
The progress in several institutional measures, such as regulatory quality, and government effectiveness indicates that strong institutions play a crucial role in building resilience. All resilient countries have made considerable progress in this area, particularly between years 5-10 after the conflict. A crucial factor that helped these countries build resilience is the creation of fiscal space for investment and social spending in conjunction with buffers of government savings and external reserves. The countries managed to contain non-priority spending, reduce debt service payments, and mobilize domestic revenue. The share of current spending in total spending declined rapidly in the initial years and hovered at about 55 percent thereafter. This, in turn, allowed for higher levels of public investment. Debt relief through the Heavily Indebted Poor Countries and the Multilateral Debt Relief Initiatives also enabled these countries to reduce debt levels and debt service outlays. Debt levels declined from an average of about 120 percent of GDP in the earlier years to about 40 percent of GDP by t 13 .
In addition to lower current spending and debt, the seven countries were also successful in mobilizing fiscal revenue ( Figure 5 ). Tax revenues increased progressively from an average of 5 percent of GDP (at t 0 ) to an average of 13 percent of GDP (at t 20 ), confirming the important role of revenue mobilization (the chart does not show the tax revenues of Nigeria and Cameroon, two countries rich in natural resources where much of the increase in revenues were in the form of oil receipts). More remains to be done, however, as tax Sources: World Economic Outlook; AFR department database, IMF; authors' calculations.
In the early years, countries mobilized revenues through improved collection of taxes on goods and services-reflecting a combination of tax rate adjustments and administrative improvements (Table 6 ). In subsequent years, additional forms of taxation contributed more, particularly income taxes as economies recovered, while the importance of revenue from international trade taxes declined as a result of trade liberalization.
On the expenditure side, the data show a focus on capital spending in the early years. Political instability and conflict have negative effects on investment and capital stocks, implying a need to rebuild infrastructure as well as a high return to capital expenditures in post-conflict years. In many cases, donors helped to finance investment in light of limited domestic resources, although the emphasis was on project financing in light of lack of confidence in national budgetary systems. The subsequent mobilization of domestic revenue contributed to generate fiscal space and allowed to sustain increases in domestically financed capital expenditure over time. And while most countries did not lower military spending in the first five years after the most fragile period, they did so shortly after and shifted resources into health and education spending. Sequencing of fiscal reforms Gupta et al. (2007) examine the challenges and experiences of post-conflict countries in rebuilding fiscal institutions. Their findings point to a three-step process that facilitates the strengthening of fiscal institutions over time: (1) creating a sound legal framework for fiscal management, (2) establishing a central fiscal authority that acts as a coordinating body for foreign assistance, and (3) designing appropriate tax policies while simultaneously introducing simple tax administration and expenditure management arrangements. It is noted, however, that the sequencing may vary from country to country depending on countryspecific factors, notably their stage of development. In some countries, the process of strengthening fiscal institutions has been supported by substantial technical assistance.
The importance of tailoring reforms to the specifics of each country can be seen by contrasting the experiences of Rwanda and Mozambique. Prior to the onset of conflict, Rwanda had a higher annual per capita GDP than Mozambique (US$259 versus US$145) and stronger fiscal institutions. For this reason, Mozambique followed more closely the above steps. The authorities established a legal and regulatory framework over a period of four years (introduction of value-added tax, public financial management law, fiscal incentive code, income and corporate tax law) and then established a semiautonomous revenue authority. To overcome capacity constraints, the country successfully outsourced its customs administration to a private company. In contrast, before the confict, Rwanda already had the basic legal framework and institutions. After the conflict, the government chose to t0-t5 t0-t10 t0-t15 t0-t20 focus first on fiscal decentralization, which supported an inclusive peace and reconciliation process through the devolution of resources to local governments ( Figure 6 ). 
VI. CONCLUSIONS AND POLICY RECOMMENDATIONS
Fragile countries face multidimensional challenges associated with building resilience. Notwithstanding the inherent difficulties, some countries have managed to move away from fragility. Those newly resilient countries have usually created more inclusive political environments, implemented better and more consistent economic policies and built stronger economic institutions. At the center of this process and critical to a successful transition rests the development of sufficient and sustainable fiscal space, itself enabled by the development of strong fiscal institutions.
In this paper, we find that fiscal institutions and fiscal space, namely the capacity to raise tax revenue and contain current spending, as well as rein in military spending and, to some extent, boosting social expenditure, are significantly and fairly robustly associated with building resilience. Stronger fiscal institutions proxied either by an index of the quality of budget institutions or measures of government effectiveness and regulatory quality are positively and significantly associated with building resilience. In the case of resource-rich countries, those that do well are those that are able to develop strong institutions to manage the fiscal space from the resource wealth. Results are also consistent with literature findings that countries with better fiscal institutions have more favorable fiscal outcomes, in terms of greater fiscal space. In this regard, countries' ability to collect tax revenue appears to play an important role, as well as the capacity of the government to contain recurrent expenditure and boost domestically-financed capital spending.
The analysis also provides insights into the association between the composition of tax and expenditure and resilience. A higher share of taxes on income and profits tends to be associated with building resilience. Health and education expenditure, both in absolute terms and as a share of total expenditure, appear positively related to building resilience, and military expenditure negatively so, in line with findings of the literature on conflict. These results are robust to the estimation method (logit versus system GMM), sample composition (26 countries fragile in the 1990s and all sub-Saharan countries except South Sudan), and A closer look at the experience of seven sub-Saharan countries that managed to build resilience since the 1990s highlights the importance and potentially high returns of an early focus on building sound fiscal institutions that lead to stronger revenue-raising capacity and to the ability to carve out space for growth-enhancing investments in human and physical capital. Progress was faster in the initial years, supported by consensus to take necessary reforms to improve outcomes and the tapping of capacity that survived the crisis. Capital spending and military spending were high in the initial period, followed by a shift in the composition of spending toward health and education. In this process improving fiscal space and building stronger economic institutions was critical.
The international community can play an important role in fragile helping countries develop strong fiscal institutions through knowledge transfer and capacity building. Fiscal space can be expanded by the delivery of aid and debt relief. However, most of all, the analysis in this paper highlights the importance of home-grown leadership of the reform process, including efforts to enhance budget institutions, strengthen tax collection and allocate public spending to priority investment, including in health and education.
Appendix Authors' calculations. The dependent variable is an indicator of resilience, which is approximated by a time-varying indicator that takes a value of 1 when the CPIA score is above 3.2 and there are no significant conflict, and 0 otherwise. A conflict is significant if there are more than 1,000 deaths. Control variables (not shown) include: resilient (lagged), growth real GDP per capita, inflation, terms of trade, terms of trade interacting with resource rich, executive constraints, exchange rate regime, and private investment (percent of GDP). Standard errors in parentheses. (***) indicates statistical significance at the 1 percent level, (**) at the 5 percent level, and (*) at the 10 percent level. Authors' calculations. The dependent variable is an indicator of resilience, which is approximated by a time-varying indicator that takes a value of 1 when the CPIA score is above 3.2 in the current and past two years and there have been no significant conflicts in each of these years, and 0 otherwise. A conflict is significant if there are more than 1,000 deaths. Control variables (not shown) include: resilient (lagged), growth real GDP per capita, inflation, terms of trade, terms of trade interacting with resource rich, executive constraints, exchange rate regime, and private investment (percent of GDP).Standard errors in parentheses. (***) indicates the statistical significance at the 1 percent level, (**) at the 5 percent level, and (*) at the 10 percent level. 
